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OATH OR AFFIRMATION

Thomas Kikis swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Arcadia Securities LLC
as

December31 20 12
are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

\L
ANtlERYS BETANCES

tQ9 Public State of Mew York

NO O1BE6O27452

QuofIad In Queens County

commission ExpiesA 2O

Notary Public

Signature

President

Title

This report contains check all applicable boxes
El Facing Page

El Statement of Financial Condition

El Statement of Income Loss
El Statement of Changes in Financial Condition

El Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

El Statement of Changes in Liabilities Subordinated to Claims of Creditors

El Computation of Net Capital

El Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

El Information Relating to the Possession or Control Requirements Under Rule 15c3-3

El Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule I5c3-3

El Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

LII An Oath or Affirmation

El copy of the SIPC Supplemental Report

El report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

Fo4 conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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EDwD RICHARDSON JR C.P.A

CERTIFIED PUBUC ACCOUNTANT

15565 North1ad Drive Suite 508 West

Southfield Michigan 48075

MEMBER 248/559-4514
MICHIGAN ASSOCIATION OF CPAs

248/559
AMERICA$ INSTITUTE OF CPAs

INDEPENDENT AUDITORS REPORT SEC
Procefl
Sectofl

To The Members of Arcadia Securities LLC

720 FIfth Avenue

Floor

New York NY 10019

wasgton
DC

Report on the FInancial Statements

have audited the accompanying statement of Financial Condition of Arcadia Securities LIC as of

December 31 2012 filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 and the

related notes to the financial statements

Managemenrs Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements In

accordance with accounting principles generally accepted in the United States America this indudes

the design implementation and maintenance of Internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement whether due to fraud or

error

Auditors Responsibility

My responsibility is to express an opinion on these financial statements based on my audit conducted

my audit in accordance with auditing standards generally accepted in the United State of America Those

standards require that plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosure In

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the audit considers internal control relevant to the Companys

preparation and fair presentation of the financial statements In order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion An audit also include

evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the

financial statements

believe that the audit evidence have obtained is sufficient and appropriate to provide basis for my
audit opinion

Edward Richardson JrCPA



ARCADIA SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

December 31 2012

ASSETS

Csh and cash equivalents 23287

Dposit with clearing broker 100000

Ràceivable from clearing broker 279077

Surities owned at fair value 775744

Prpaid expenses and other 35783

Prpaid unincorporated business taxes 24180

Furniture equipment and leasehold improvements at cost net of accumulated

depreciation and amortization of $184122 30338

Total assets 1268409

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 181593

Commitments and contingencies

Members equity 1086816

Total liabilities and members equity 1268409

See accompanying notes to financial statements



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Nature of Operations and Summary of Significant Accounting Policies

Naure of Operations

Arc dia Securities LLC the Company is broker-dealer registered with the Securities and Exchange
Co imission SEC and member of the Financial Industry Regulatory Authority FINRA The Company
en ages in single line of business as securities broker-dealer which comprises several classes of services

md iding principal transactions agency transactions investment banking sales of private placement interests

an other consulting services

Th Company has an agreement with its clearing broker to clear securities transactions carry customer accounts

on fully-disclosed basis and perform record keeping functions and accordingly operates under the exemptive

prc isions of Securities and Exchange Commission Rule 5c3-3k2ii

Ba is of Presentation

Th financial statements have been prepared in conformity with accounting principles generally accepted in the

Unted States of America GAAP as detailed in the Financial Accounting Standards Boards Accounting

Stndards Codification

Us of Estimates

The preparation of the financial statements in conformity with GAAP requires management to make estimates and

asSumptions that affect the amounts disclosed in the financial statements Actual results could differ from those

esUmates

Cash Equivalents

CaSh equivalents include short-term highly liquid investments that are readily convertible to known amounts of

calh and have original maturities of three months or less The Company considers its investment in money

market fund to be cash equivalents

Concentration of Credit Risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist

prihcipally of cash which at times may be in excess of the FDIC insurance limit

Commissions

Commissions and related clearing expenses are recorded on trade-date basis as securities transactions occur

Investment Banking and Fee Income

Investment banking and fee income includes fees earned from providing merger-and-acquisition financial

reStructuring advisory services and private placements Such fees are recognized when the services are

complete revenues are earned and collection is determined as reasonably assured

Securities Owned

Proprietary securities transactions in regular-way trades are recorded on the trade date as if they had settled

Profit and loss arising from all securities transactions entered into for the account and risk of the Company are

retorded on trade date basis Customers securities transactions are reported on settlement date basis with

related commission income and expenses reported on trade date basis Securities are recorded at fair value

See independent auditors report



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Nature of Operations and Summary of Significant Accounting Policies Continued

Furrliture
Equipment and Leasehold Improvements

Furiiture equipment and leasehold improvements are stated at cost less accumulated depreciation and

amrtization Depreciation on furniture and equipment is computed on straight-line basis over the estimated

usful lives 5-6 years of the related assets Leasehold improvements are amortized over the remaining life of

the lease

Fai Value Definition and Hierarchy

Fai value is defined as the price that would be received to sell an asset or paid to transfer liability i.e the exit

pri in an orderly transaction between market participants at the measurement date fair value measurement

asr imes that the transaction to sell the asset or transfer the liability occurs in the principal market for the asset or

hat ility or in the absence of principal market the most advantageous market

In etermining fair value the Company uses various valuation approaches fair value hierarchy for inputs is

usd in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable

inpiits by requiring that the most observable inputs are to be used when available Observable inputs are those

that market participants would use in pricing the asset or liability based on market data obtained from sources

indpendent of the Company Unobservable inputs reflect the Companys assumptions about the inputs market

participants would use in pricing the asset or liability developed based on the best information available in the

cirdumstances The fair value hierarchy is categorized into three levels based on the inputs as follows

Level Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access Valuation adjustments are not applied to Level investments Since

valuations are based on quoted prices that are readily and regularly available in an active market valuation of

these investments does not entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs

are observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

Fair value is market-based measure based on assumptions of prices and inputs considered from the

perspective of market participant that are current as of the measurement date rather than an entity-specific

measure Therefore even when market assumptions are not readily available the Companys own assumptions

are set to reflect those that market participants would use in pricing the asset or liability at the measurement date

Th availability of valuation techniques and observable inputs can vary from investment to investment and are

affected by wide variety of factors including the type of investment whether the investment is new and not yet

established in the marketplace the liquidity of markets and other characteristics particular to the transaction To

the extent that valuation is based on models or inputs that are less observable or unobservable in the market the

determination of fair value requires more judgment Because of the inherent uncertainty of valuation those

estmated values may be materially higher or lower than the values that would have been used had ready

maket for the investments existed

See independent auditors report



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Nature of Operations and Summary of Significant Accounting Policies Continued

Fai
Value Definition and Hierarchy Continued

Co imon Stocks

Th Company values investments in securities that are freely tradable and are listed on national securities

exc hange or reported on the NASDAQ national market at their last sales price

To he extent these securities are actively traded and valuation adjustments are not applied they are categorized

in evel of the fair value hierarchy

Qp ion Contracts

Op ions which are listed on major securities exchanges are valued at their last reported sales price as of the

val.iation date or based on the midpoint of the bid-ask spread at the close of business Depending on the

freuency of trading listed options are generally classified in Level or of the fair value hierarchy

Income Taxes and Deferred Taxes

Th Company files its tax return as partnership consequently net income or loss in general is apportioned to

thet Members and reported in their personal income tax returns Since the Company operates in New York City

the Company provides for and is subject to the New York City Unincorporated Business tax on its income

Geflerally the Company is subject to income tax examinations by major taxing authorities during the three-year

peiod prior to the period covered by these financial statements

Deferred income taxes are provided for temporary differences between the financial statement and tax basis of

assets and liabilities that will result in taxable or deductible amounts in the future based on enacted tax laws and

rates applicable to the periods in which the differences arise The differences are primarily due to the use of the

cash method of accounting for income tax reporting No provision has been made for deferred taxes or for such

differences and for its net operating loss carry forward due to its insignificance

In accordance with GAAP the Companys management is required to determine whether tax position of the

Conpany is more likely than not to be sustained upon examination by the applicable taxing authority based on the

tethnical merits of the position The tax benefit to be recognized is measured as the largest amount of benefit that

is greater than fifty percent likely of being realized upon ultimate settlement with the relevant taxing authorities

Baed on its analysis the Companys management has determined it has not incurred any liability for

untecognized tax benefits as of December 31 2012 The Company does not expect that its assessment

regarding unrecognized tax benefits will materially change over the next twelve months However the

Companys conclusions may be subject to review and adjustment at later date based on factors including but

not limited to questioning the timing and amount of deductions the nexus of income among various tax

jurisdictions compliance with U.S federal and U.S state tax laws and changes in the administrative practices

and precedents of the relevant taxing authorities

Th Company recognizes interest and penalties accrued related to unrecognized tax benefits in income tax fees

payable if assessed No interest expense or penalties have been recognized as of and for the year ended

Deember31 2012

See independent auditors report



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Nature of Operations and Summary of Significant Accounting Policies Continued

De osit with Clearing Broker

Th Company per the terms of its clearing agreement is required to maintain restricted security deposit with its

cle ring broker Such deposit amounts are refundable to the Company upon termination of the agreement As of

De ember 31 2012 this amount was $100000

Re eivable from Clearing Broker

Th Company clears all security transactions through its clearing broker Amounts earned are reconciled monthly

an paid in the subsequent month As result the Company considers the amounts due from its clearing broker

to fully collectible and accordingly no allowance has been established as of December 31 2012 As of

Dc. ember 31 2012 the amortization due from the broker was $279077

Fair Value Measurements

Th Companys assets and liabilities recorded at fair value have been categorized based upon fair value

hirarchy as described in the Companys significant accounting policies in Note The following table presents

infrmation about the Companys assets measured at fair value as of December 31 2012

Level Level Level Total

Assets at fair value

Securities owned

Common stock

Fixed income

Mutual funds _________________ _______________

Options

The Company is subject to equity risk in the normal course of pursuing its investment objectives The Company

may enter into options to speculate on the price movements of the financial instrument underlying the option or

for use as an economic hedge against certain equity positions held in the Companys portfolio holdings Option

contracts purchased give the Company the right but not the obligation to buy or sell within limited time

financial instrument at contracted price that may also be settled in cash based on differentials between

specified indices or prices

For some OTC options the Company may be exposed to counterparty risk from the potential that seller of an

option contract does not sell or purchase the underlying asset as agreed under the terms of the option contract

The maximum risk of loss from counterparty risk to the Company is the fair value of the contracts and the

premiums paid to purchase its open option contracts In these instances the Company considers the credit risk

of the intermediary counterparty to its option transactions in evaluating potential credit risk

See independent auditors report
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ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Furniture Equipment and Leasehold Improvements

At ecember 31 2012 the furniture equipment and leasehold improvements consist of the following

Computer equipment 114523

Furniture and fixtures 57126

Leasehold improvements 42.811

214460

Less accumulated depreciation and amortization 184.122
30.338

Derreciation and amortization expense for the year ended December 31 2012 was $18545

Net Operating Loss

At becember 31 2012 the Company had accumulated net operating loss carrrylorwards for New York City

uniicorporated business tax purposes of approximately $61000 which are available to offset future taxable

in$me through 2021 to be reported on the Companys tax returns

Related Party Transactions

At Iecember 31 2012 the Company provides support and administrative services to an affiliate of the Company

Fo the year ended December 31 2012 the Company earned $12000 for these services which is included in

othr income in the accompanying statement of operations

Net Capital Requirement

Th Company is subject to the Securities and Exchange Commissions Uniform Net Capital Rule SEC Rule

15c3-1 which requires the Company to maintain minimum net capital at an amount equal to the greater of

2/3% of aggregate indebtedness or $100000 and ratio of aggregate indebtedness to net capital not exceeding

15 to both as defined At December 31 2012 the Company had net capital of $911034 which was $811034

in excess of its required minimum net capital of $100000 At December 31 2012 the Companys ratio of

aggregate indebtedness to net capital was .20 to

Off-Balance-Sheet Risks

Pursuant to clearance agreement the Company introduces all of its securities transactions to its clearing

brker on fully disclosed basis All of the customers money balances and security positions are carried on the

books of the clearing broker In accordance with the clearance agreement the Company is obligated for any

losSes the clearing broker may sustain from carrying securities transactions introduced by the Company The

Company bears the risk of financial failure by its clearing broker-dealer If the clearing broker-dealer should

cease doing business the Companys receivables from such clearing broker-dealer could be subject to

forfeitures

In accordance with industry practice and regulatory requirements the Company and the clearing broker monitor

coHateral on the customers accounts introduced by the Company The Companys financial instruments

incuding cash and cash equivalents deposit with clearing broker receivable from clearing broker prepaids other

assets accounts payable and accrued expenses are carried at amounts that approximate fair value due to the

shcrt term nature of the instruments

See independent auditors report



ARCADIA SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

Occupancy Costs and Rental Income

Th Company leases its office space under an operating lease for term of five years which expired on April 30

2017 The lease contained escalation provisions for increases in operating expenses and real estate taxes For

the year ended December 31 2012 operating costs including utilities aggregated $364285

Futire minimum lease payments are as follows

Fo the Year Ending December31 Amount

2013 292740

2014 429828

2015 441252

2016 446964

2017 148988

1.759.772

For the year ended December 31 2012 occupancy costs including utilities net of rental income See Note 10
agregated $219535 net of rental income of $144750

1O Commitmentsand Contingencies

Indmnificat ions

In the normal course of its business the Company indemnifies and guarantees certain service providers such as

clearing and custody agents trustees and administrators against specified potential losses in connection with

them acting as an agent of or providing services to the Company or its affiliates The Company also indemnifies

some clients against potential losses incurred in the event specified third-party service providers including sub-

custodians and third-party brokers improperly execute transactions The maximum potential amount of future

payments that the Company could be required to make under these indemnifications cannot be estimated

However the Company believes that it is unlikely it will have to make material payments under these

arrangements and has not recorded any contingent liability in the financial statements for these indemnifications

The Company provides representations and warranties to counterparties in connection with variety of

commercial transactions and occasionally indemnifies them against potential losses caused by the breach of

those representations and warranties The Company may also provide standard indemnifications to some

counterparties to protect them in the event additional taxes are owed or payments are withheld due either to

change in or adverse application of certain tax laws These indemnifications generally are standard contractual

terns and are entered Into in the normal course of business The maximum potential amount of future payments

that the Company could be required to make under these indemnifications cannot be estimated However the

Company believes that it is unlikely it will have to make material payments under these arrangements and has not

recorded any contingent liability in the financial statements for these indemnifications

Litiation

In the normal course of business activities the Company is subject to inquiries and other various legal actions

These matters could result in legal settlements It is managements belief after consultation with counsel that the

outcome of any resulting actions will not be material and will not have material adverse effect on the financial

poSition of the Company

11 Subsequent Events

Management of the Company has evaluated events or transactions that may have occurred since December

202 and determined that there are no material events that would require disclosures in the Companys financial

statements

See independent auditors report


